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The Patino Mining Corporation 
Annual Meeting of Shareholders 
Montreal — April 30, 1970 

Address by 

E. R. E. Carter 

President and Chief Executive Officer 


We extend to you a warm welcome. We appreciate 
the support and interest of all shareholders. 


1969 


The decade closed with our most successful year 
and a record of steady accomplishment. We 
have solid achievement behind us. We have seen 
another year of progress and growth. For the 
years ahead the prospects are bright. 


The financial results were satisfactory. 


For the Year 1969 1968 
Income before extraordinary items $ 8,496,000 $ 3,039,000 
per share 1.96 .70 
Gain on disposal of investments 1,527,000 3,753,000 
per share 815 86 
Net income 10,023,000 6,792,000 
~ per share 2.31 1.56 
Cash flow 12,729,000 9,405,000 


per share _ 2.93 DAG) 


A year cannot be assessed only in terms of 
financial highlights. Of importance are the steps 
taken to ensure further expansion and future 
growth in assets and earnings. There also 1969 
was impressive. 


1. At the Copper Rand Mines Division, mill 
capacity will be expanded 25°/o to 2500 tons 
daily by August 1970, ore reserves were increased, 
extensive development work was carried out and 
the Copper Cliff Mine, which should receive new 
mine status, was prepared for production to 
commence in the third quarter of this year. When 
this mine reaches production we anticipate an 
increase in copper production of 15°/o. 


2. Substantial expenditures ($2,209,000) on 
mining exploration, essential to our future, 
continued. Although our principal attention was 
focused on non-ferrous minerals, notably copper 
and nickel, in Canada, New Caledonia, Spain, 
Mexico and Ireland we maintained our interest in 
all minerals. The results in Canada, New Caledonia, 
Spain and Mexico are rewarding. Also, the 
indicated large tonnage low grade iron formations 
near tidewater on Baffin Island and the high 
grade chromite deposit in the Republic of Malagasy 
hold promise. 


3. Rio Tinto Patifio, S.A. proceeded towards 
completion of its integrated copper operations. 
By the end of 1970 the tune-up of the smelter, 
refinery, sulphuric acid plant at Huelva should be 
completed and the Cerro Colorado mining and 
milling operations should have commenced. 


4, Lytton Minerals Limited is obtaining 
consistently encouraging results at its La Verde 
copper property in the State of Michoacan, Mexico. 
The ore reserves, which will be amenable to open 
pit mining, are being added to and in 1971 we 
should be able to determine the size of the 
operation. The potential is indicated by our 
decision to spend over $1 million this year. Lytton 
has other copper prospects of interest in Mexico 
on which work will be conducted this year. 


5. The Consolidated Tin Smelters Group, with 
its principal office in London and world-wide 
tin mining and smelting interests, acquired control 
of Amalgamated Metal Corporation Limited. 
This has diversified the Group into international 
metal trading and given it investments in the 
large German copper smelter, Norddeutsche 
Affinerie, and the aluminium smelter presently 
being erected in Bahrain for start-up in 
March 1971. 


6. With significant short and long term 
benefits is the approval of the Government of 
France to your Company’s participation in a new 
nickel metallurgical plant in New Caledonia and 
its right to operate the Poum mine and ship ore 
therefrom to the plant to be built adjacent to the 
deposit. 


The Mining Industry and Government Policy 


The mining industry has made a great contribution 
to Canada’s development directly in terms of 
gross national product, exports and employment 
and indirectly in opening up many areas of our 
country. Various factors caused the mining 
industry to develop and contribute but in the 
forefront were the enterprise of Canadians, the 
incentive to risk time and money, the impetus 
provided by foreign capital. That enterprise, 
incentive and impetus flowed from a system 


(taxation and otherwise) in Canada which 
allowed and encouraged rewards for work done 
and risks taken, which provided opportunity for 
all, which was recognized here and abroad as 
stable, attractive, fair and non-discriminatory. 
That is why people worked and invested in our 
country. They knew there were incentives for 
enterprise, there were rewards for investment and 
there was no discrimination provided the 
Canadian rules of conduct were adhered to. The 
overall result has been in the national interest for 
Canada has prospered. 


To-day, we have in Canada growing evidence of 
Government control, change based on experi- 
mentation and theory without apparent regard 
to the facts of everyday life, economic nationalism 
and the determination that all must be equal. 
These will reduce the attractions of Canada as a 
place to live, to work, to invest. The result will 
not be in the national interest for Canada’s rate of 
growth will inevitably decline. 


Among many, there are three illustrations. 
1. Canadian copper price 


The price has been fixed arbitrarily by the 
Government and without reference to any 
international standard despite copper being an 
international commodity and Canada an exporting 
nation. It is illogical not to price copper on an 
international basis. If continued, copper deposits 
outside Canada in countries where taxes are 
reasonable, where rules do not change and where 
the mined copper can be sold at the international 
price will receive the capital which we require 
in Canada. 


2. Foreign Control 


Surely the test is whether Canadian resources 
are being developed and marketed for the good 
of Canada — that is in accordance with known 
rules and plans formulated by government after 
discussion — and not whether the ownership 
is held as to a certain percentage by Canadians. 
The former welcomes foreign capital to develop 
Canadian resources and allows Canada to control 


her destiny. The latter deters foreign capital and 
consequently impedes Canadian growth. 


3. The White Paper on Taxation 


Our Annual Report stated: 

“The White Paper proposing fundamental 
changes in the Canadian tax structure contains 
provisions which must be rejected because they 
are not good for Canada. Canada has not and 
cannot develop under a philosophy that kills 
incentive and risk taking and deters the 
development of its human and natural resources.”’ 


The incentives which stimulated the mining 
industry’s contribution to Canada would be 
changed or removed with a consequent increase 
in taxes. There can be only one result — Canada’s 
loss as other countries gain the capital and human 
talent which no longer find Canada’s 
environment suitable. 


Copper and Nickel 


The outlook for metals has a direct influence on 
your Company’s future. 


There is widespread pressure throughout the 
world to improve existing standards of living. 
Consequently, economic progress during the 
remainder of this century will be startling. 
Increased efficiency in the industrial nations, the 
path to maturity of the developing countries and 
a rapidly growing world population will create 
an explosive demand for metals. 


The Patino Group is interested by investment, 
exploration and trading in all minerals and metals. 
The two, however, which will have the most 
immediate and substantial effect on your Company 
are copper and nickel. During the next five years 
I believe the average international copper price 
as established by the London Metal Exchange 
will exceed 60¢ (Canadian) per pound and the 
present nickel producers’ price of $1.28 (U.S.) per 
pound will increase to $1.75 — $2.00 (U.S.) 
per pound. 


Generally speaking, the copper industry will 
be hard-pressed to produce adequate metal for 


a 


the near term and to find and develop deposits 
that projected demand requires must come into 
production. Copper is in short supply to-day and 
despite the 30°/o planned increase in capacity 

by 1974 there will not, in my view, be any real 
surplus. We must remember the political 
vulnerability of over 40°/o of the Free World’s 
supply, the rising production costs, the extensive 
capital costs, the lower ore grades available, 
recurring strikes, normal delays in expansion 
programs, the historical fact that full capacity 

is never in use at any one time. As to demand, 
there are the depleted stock-piles and the needs 
for more housing, power generation and 
distribution equipment, water desalination, 
public transportation, etc. in the developed 
countries, the requirements of the developing 
countries and of the Eastern Bloc. Consumption 
has grown at an average rate of 4'/2°/o in the past 
and although the 91/2°/o rate of 1969 will not likely 
continue, an average annual growth of 6°/o is 
reasonable. Substitution is a threat but new uses 
appear. Therefore, on balance, one must be 
optimistic on the future average price structure. 


Various estimates have been made of the 
relationship between nickel production and 
consumption through 1975. Currently, there are 
depleted inventories, rising and unsatisfied 
demand, new uses and major projects in the 
planning or development stage. Taking into 
account geographical location, political, technical 
and financial conditions, the inevitable time lag 
in construction and labour problems, 1.3 billion 
pounds is a realistic estimate of 1975 production 
compared to 875 million pounds forecast for 1970. 
The likely compound growth rate of consumption 
is 7°/o to 10°/o. The result is no material surplus 
in 1975. The higher capital costs of new pro- 
duction, the processing of lower grade and 
more difficult ores and the rising demand mean 
product price increases. 


1976 


The financial results should be acceptable. They 
will depend on the level of the copper price for the 
balance of the year. Although in the normal 


course the current price should not continue the 
average received will be higher than last year. 


Your Company’s dividend policy has been 
changed from a semi-annual to a quarterly 
payment basis. The present intention is to pay a 
regular dividend of 40¢ in 1970 with equal 
payments in April, June, September and December. 


Next week the report for the first quarter will 
be mailed. During that period copper production 
was 6,993,000 pounds. This was 4°/o less than 
budget owing to a power failure in the district 
and a lower grade of ore milled. Production for the 
year, however, should exceed that of 1969 by 
7°/o and aggregate 31,000,000 pounds. The copper 
settlement price averaged 75 cents per pound. 


Net income was $1,851,000 or 43¢ per share. This 
result includes a dividend declared by Consoli- 
dated Tin Smelters Limited and excludes earnings 
of CDRH Limited. There were no extraordinary 
items. Net income before extraordinary items 
last year was $1,523,000 or 35¢ per share. There 
was an extraordinary gain in the first quarter of 
1969 on the sale of the investment in Advocate 
Mines Limited of $1,436,000 or 33¢ per share. 


In 1969 and prior years, taxes have been 
reported on the “‘tax payable” basis. Effective 
with this report, and with retroactive effect to 
January 1, 1969, provision for income and mining 
taxes is being made on the “tax allocation” basis 
as recommended by The Canadian Institute of 
Chartered Accountants. The ‘“‘tax allocation’”’ 
basis requires that taxes be provided on the 
apparent taxable income of the company, as 
shown in the published statements, rather than 
on taxable income as calculated for income tax 
purposes. The principal variation between these 
two income figures is the difference between 
capital cost and mine development cost write-offs 
claimed by the Company for tax purposes and the 
corresponding charges recorded in the Company’s 
accounts. The cumulative difference in taxes to 
December 31, 1969 was $3,390,000. As a result of 
the change in policy, the net income for 1969 
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will be restated on the ‘‘tax allocation” basis. The 
effect is to reduce the 1969 first quarter net 
income by $490,000 or 11¢ per share and the full 
1969 net income by $2,540,000 or 58¢ per share, 
as reported in note 10 of the financial statements 
presented with the 1969 Annual Report. 


The Prospects to 1975 


We have no qualms about the future. In stating 
that I am not unmindful of the difficulties, hazards, 
frustrations and uncertainties that exist and 

will continue to arise in this world and in our 
business. But their effect on your Company can 

be overcome in large measure by patience, 
resolution and determination. 


Our prospects through 1975 depend principally 
on an assessment of — 
1. Areas of investment 
The increasing demand for minerals is favourable. 
The buoyancy of copper and nickel makes us 
well placed with our copper projects in Canada, 
Spain and Mexico and our nickel investment in 
New Caledonia — countries which presently 
have political stability and satisfactory operating 
conditions. Our metals diversification and 
exposure to further opportunities throughout 
the world are enhanced by our investment in the 
Consolidated Tin Smelters Group and our 
extensive, active and expanding mineral 
exploration programs. 


2. Financial and Management 

Your Company, and indeed the Patifio Group, 
have reached the stage where viable projects can 
be financed without undue concern. That is being 
demonstrated to-day and is a vital element in 
our future progress. But also essential is the 
human talent and energy capable of bearing a 
heavy burden and pursuing corporate plans with 
vigour and determination. This we possess and 
as we proceed, I am confident, we will attract, as 
we have in the past, the necessary skills, 
experience and initiative. 


3. Mineral Exploration 
The success of our mineral exploration activities 
is evident. This is especially so when the high 


risk element is considered. Our policy will 
continue to be an increasing expenditure in the 
search for new deposits in countries which offer 
satisfactory returns and adequate safety. Mineral 
exploration is assessed by the rewards attained 
on the risks taken and expenditures made. We 
have been fortunate and will seek to remain so. 


4. Copper Rand Mines Division 
Rio Tinto Patino, S.A. 
Lytton Minerals Limited 


These three copper operations/projects will 
provide attractive returns. 


The Copper Rand Mines Division has a future 
life of at least twelve years. There can be 
confidence that the established ore development 
programs on its large properties in Chibougamau, 
Quebec will extend that life. The 1970 copper 
production is forecast at 31,000,000 pounds and 
with the expansion in hand will increase to 
35,000,000 pounds annually. 


Rio Tinto Patino, S.A. by this time next year will 
be fully operational. At the port city of Huelva on 
the Atlantic southern coast of Spain there will 
be a smelter, a sulphuric acid plant and an 
electrolytic copper refinery with respective annual 
capacities of 60,000, 250,000 and 50,000 tons. 

At Rio Tinto, some 50 miles from Huelva, there 
will be a concentrating plant with a daily capacity 
of 11,000 tons to treat the copper ore from the 
Cerro Colorado mine and an adjacent cyanide 
leaching plant of 5,000 tons daily capacity to 
process the overlying gold-silver bearing gossans. 
Reserves are 44 million tons of copper ore grading 
0.8°/o and 20,000,000 tons of gossan ore containing 
0.07 oz. gold and 1.5 oz. silver per ton which 

will be mined by open-cut methods. 


The capital cost is $77 million (U.S.) which 
would be repaid in 2!/2 years at the current LME 
copper price and in 4 years with copper at 60¢ 
(U.S.) per pound. The financing has been arranged 
on a 90°/o debt — 10°/o equity ratio with the 
former including substantial Spanish loans at 
favourable interest and repayment rates. Our 
equity investment is $3.8 million (Cdn.) and we 


have guaranteed a five year loan of $25 million 
(Esa: 


The copper outlook, the financial structure, the 
location on tidewater, the availability of concen- 
trates for the smelter, the acceptable tax laws, 
the further mineral possibilities in Spain which 
are being investigated (including a copper deposit 
at Santiago in northern Spain the commercial 
viability of which is being studied) and the 
closer links between Spain and the European 
Common Market strengthen Rio Tinto Patifio. 
Moreover, we have the support of the Government 
of Spain and cordial relations with our partners, 
Compania Espanola de Minas de Rio Tinto S.A. 
and The Rio Tinto Zinc Corporation. 


I believe we will find not only that our 
investment in Rio Tinto Patifio is sound but also 
that the return will increase as its activities 
expand with the economic advancement of Spain. 


Lytton Minerals Limited at its La Verde 
property in Mexico will continue the exploration 
of the low-grade porphyry-type copper orebodies. 
The results to date indicate that commercial 
production by open pit mining will be viable. 
55,000 tons per vertical foot of 0.87°/o copper ore 
are indicated so far but the size of the operation 
cannot be determined until the current work 
program is completed. Also, it is hoped that the 
exploration to be undertaken on other interesting 
copper properties in Mexico will add to Lytton’s 
reserves in that country. 


5. The Consolidated Tin Smelters Group 

The extensive mineral and metal trading (1969 
turnover of £346,000,000), the diversified metal 
investments and other activities (in 20 countries), 
the premier position in tin smelting (41°/o of the 
Western World tin production), the assets 

(£91 million), the financial capability and the 
Group’s long standing connections and highly 
regarded reputation throughout international 
metal circles provide scope for substantial 
expansion but above all an improvement in 
profitability. The latter has been adversely affected 
by the start-up of the new tin smelting plant in 
the United Kingdom; in the normal course this 


will be corrected. The assets, personnel and 
physical, when used in the most efficient manner 
offer a powerful and profitable group anda 
valuable adjunct to your Company. 


6. New Caledonia 

Your Company’s entry into the nickel industry 
has most promising rewards during the years 
ahead. It is important in considering the future 
not only to assess the merits of the arrangements 
which are described in the Annual Report but 
also to look ahead and remember the strategic 
position which New Caledonia will attain in 
nickel during this decade and that your Company 
will be a party to that development. Our partici- 
pation in New Caledonia has the approval of the 
Government of France and is in partnership with 
the world’s second largest nickel producer, 
Société Le Nickel, and New Caledonian interests. 
The project at hand is scheduled for start-up in 
1972 and is designed to develop the northern 
part of New Caledonia. We welcome the oppor- 
tunity to co-operate and participate in this 
design under the overall auspices of the 
Government of France. 


Through a wholly-owned French subsidiary, 
your Company will: 

1. own 30°/o of the equity of Société Métallur- 
gique Caledonienne (Somecal) — (a French 
company whose other shareholders will be 
Société Le Nickel as to 51°/o and New Caledonian 
interests as to 19°/o) which will establish a 
metallurgical plant at Poum on the coast in the 
north of New Caledonia with an initial capacity 
of 88,000,000 pounds of nickel and cobalt in 
ferro-nickel. The cost to production (including the 
plant and ancillary facilities some of which will 
be built on a scale adequate to service an 
increase in production) will be about $200,000,000 
(U.S.). This will be raised as to U.S. $43,600,000 
by equity and the balance by long term loans and 
a loan by your Company of $20,000,000 (U.S.). Of 
importance is your Company’s participation in 
sales (7.5°/o of the initial capacity of 40,000 tons) 
and your Company’s representation on the 
Somecal board and management. Somecal will 


have access to the know-how and assistance of 
Société Le Nickel but will be operated as a 
separate corporation for the benefit of all its 
shareholders. The garnierite ore for the metallur- 
gical plant will be purchased by Somecal from 
the Poum orebody and from other mines in New 
Caledonia. To ensure the proper return on 
Somecal’s investment, the purchase price for 
ore from all sources is roughly in line with the 
Japanese price for New Caledonian ore prior to 
the last nickel price increase. Future fluctuations 
in the nickel price will be fully reflected in the 
ore purchase price to be paid by Somecal; and 


2. mine the Poum deposit and supply sufficient 
ore, about 1,000,000 dry metric tons per annum, 
to produce at least one-half of the metal 
production. Additional tonnages will be furnished 
from the Poum deposit if ore for the plant is not 
available from other mines. This is probable as 
the metallurgical plant is being constructed 
adjacent to the deposit and the ore purchase price 
is less than the present Japanese price for 
New Caledonian ore. The cost of developing the 
Poum mine to production is estimated at U.S. 
$20 million with facilities capable of supplying up 
to 1,500,000 dry metric tons per annum. The 
operating costs per pound of nickel in the ore 
will be low because of the high grade tenor of the 
ore, the small manpower requirements, the high 
mechanization and the favourable ore to waste 
ratio. The return, therefore, on the mining 
operation will be very attractive. The Poum ore 
reserves, detailed in the Annual Report, are 
significant — they contain in the garnierite ore 
650,000 metric tons (1.4 billion pounds) of 
recoverable nickel and cobalt metal products and 
in the laterite ore a further 480,000 metric tons 
(1.0 billion pounds). 


The monies required to complete our commit- 
ments are available from our own resources and 
lines of credit which have been arranged with 
our bankers. 


Your Company’s work on other properties in 
New Caledonia gives encouraging results. The 
total indicated ore reserves in those areas 
now exceed those of the Poum deposit. 


Conclusion 


Weare naturally proud of what has been done but 
it is the future that counts. I am convinced this 
decade will be one of great progress. The 
foundation is well laid; the organization is well 
based; the potential is not limited. 


The next five years will be stimulating, full of 
challenge and of real advantage to the share- 
holders. They hold immense promise and the 
opportunity to establish a large, successful and 
profitable international mining group. That is our 
objective. I am confident that will be the 
achievement. 
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